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Pear Applicant:

We bhave considered ynur application for recognition of exemption from
rederal income tax, under section 501(c)(3) cf the Internal Revenue Code.

The evidence presented disclosed that you wete organized on NN
Your purpose briefly stated are to previde food to rembers at cost plus
expenses and to the rest of the community at below normal retall prices.

Membership in the food coop is open to the general public for a fee.

Section 50l{c)(3) of the Internal Revenue Code provides for the exemptlion
from Federal income tax of organizations organized «nd operated exclusively
for charitatle, sclentific or educational purposes, no part of the net
earnings of which inures to tne benefit of any private shareholder or
individual.

action 1.501(c)(3)-1(d) (1) (1) of the Federal Income Tax Regulations states
that 2n organization may be exempt as an organlzation described in Section
501(c)(3) if it is organized and operated exclusively foxr one or more of the
fcllowing purposes: a) religion b) charitable c¢) scientific.

Section 1.501(c) (3)-1(d)(1)(ii) of the Income Tax Regulations states an
organization is not organized and ope ated exclusively for one or more of
the purposes unless it serves a public rather than a private interest. In
addition, it is necessary for an organization to establish that it is not
organized or operated for the berefii of private interests such as
designated indivicuals. The creator or his family, shareholders of the
organization, or persons controlled, directly or indirectly by suich private
interests.

Section 1.501(c) (3)1(c)(2) of the Income Tax Regulations states that "an
organization is not operated exclusively for one or more exemy* p.rposes i~
Its net earnings inure in whole or part to the benef. cf privace
shareholders or individuals.
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Based on the infommatiun submitted with your Application 1023, we have
Jetermined that your organization's primary activity is orerating a coop
rooc store for members. On the baslis of the evidence presented, we have
detetmined that you are not organizec and operated exclusively for
roliginus, charitable or scientific purpos2s within the meaning of the Code
Sectlier 5Mi(c)(3). The organization is cperating primarily for the private
berefit of your members only, which does not constitute a charitable
activity. This benafit of your membecs constitutes inurement which {is
proninited under cade Section 501(c)(3) sand the applicable regulations.
coriequantly, you do not qualify for exemption under section 501(e)(3) of
the Internal Revenue Code. _

Conttibutions made tu you are not deductible by the doncrs as charitable
contributions as defined in section 170(c) of the Code.

You are required to file a taxable return Form 1120 or 1041 with the
Districc Director of Internal Revenue Service. Please send the return to
the Internal Revenue Service, P.0. Box 1680, General Post 0ffice, Brooklyn,
NY 11202.

If you do not agree with this determination you may protest in accordance
with the enclosed instructions within 30 days.

If we do nct hear from you within that time this determination will be
considered final and the appropriate State officials will be notified.

If you do not protest this proposed determination in a timely manner, it
will be considered by the Internal Revenue Service as a fallure to exhaust
available administrative remedies. * Section 7428(b)(2) of the Internal
Revenue Code provices in part that "A declaratory judgment or decree under
this section shall rnot be issued in any proceeding unless the Tax Court, the
Claims Court, or the district court of the United States for the District of
Columbia determines that the orgardzatlon Involved has exhausted
administrative remcdies available to it within the Internal Revenue Service."

Enclosure: Publication 89«




